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FEXECUTIVE SUMMARY

hirty-seven milfon Americans bve below the official pov-
exty line. Millions more struggle each month to pay for
-basic necessities, or run out of savings when they lose their

jobs or face health enrergencies. Poverty imposes enormous costs
on society. The Jost potential of children raised in poor house-
holds, the lower productivity and earnings of poor adults, the poor
health, increased crime, and broken neighborhoods all hurt our
nation.. Persistent childhood poverty is estimated to cost our nation
$500 billion each yeas, or about 4 percent of the nation’s Gross
Bomestic Product. In 2 world of increasing global competition, we
cannot afford to sguander these hwmnan resources.

The Center for American Progress last year convened a diverse
group of national experts and leaders to examine the causes and
consequences of poverty in America and make recommendations
for national action. In this report, our Fask Force on Poverty calls
for a national goal of cutting poverty in half in the next 10 years
and proposes a strategy to reach the goal.

Qur nation has seen periods of dramatic poverty reduction at times
when near-full employinent was combined with sound federal

and state policies, motivated individual initiative, supportive civic
involvement, and sustained national commitment. i the Tast six

" years, however, oux nation has moved in the oppesite direction.
The number of poor Americans has grown by five million, while
nequality has reached historic high levels.




Consider the following facts:

B2 One in eight Americans now lives
in poverty. A family of four is consid-

ered poorif the family’s income is below

$19,971—a bar far below what most
people helieve a faruly needs to get by
Still, using this measure, 12.6 percent of
all Americans were poor in 2005, and
mere than 90 million people (31 percent
of all Americans) had incomes below

200 percent of federal poverty thresholds.

Millions of Americans will spend
at least one year in poverty at
some point in their Hves. One third

of all Amernicans will experience poverty

within a 13-vear period. In that period,
one in 10 Americans ave poor for most
of the time, and one in 20 are poor for
10 or more vears.

& Poverty in the United States is far
higher than in many other devel-
oped nations. At the turn of the 21st
century, the United States ranked 24th

among 25 countries when measuring the

share of the population below 50 per-
cent of median income.

# Inequality has reached record
highs. The richest one percent of

Americans in 2005 had the laygest share

of the nation’s income {19 pereer)
since 1929. At the same time, the poor-
est 20 percent of Americans had only
3.4 percent of the nation’s income.

It does not have to be this way. Our nation
necd not tolerate persistent poverty along-
side great wealth,

The Unijted States should set a2 ma-
tional goal of cutting poverty in half
over the next 10 years. A strategy to
cut poverty i half should be guided
by four principles:

Promote Decent Work. People should
work and work should pay enough to
ensure that workers and their families
can avoid poverty, meet basic needs, and
save for the future.

Provide Opportunity for AlL Chil-
dren should grow up in conditions that
maximize their opportunities for suc-
cess; adults should have opportunities
throughout their ives to connect to work,
get more education, live in a good neigh-
borhood, and move up in the workforce.

Ensure Economic Security. Ameri-
cans should not fall into poverty when
they cannot work or work is unavailable,
unstable, or pays so Little that they can-
not make ends meet.

Help People Build Wealth. All

Americans should have the opportunity
to build assets that allow them to weath-
er periods of flux and volatility, and to
have the resources that may be essential
to advancement and upward mobility.

We recommend 12 key steps to cut

r

overty. in half: :

1. Raise and index the minimummn
wage to half the average hourly
wage. At $5.15, the federal minimum
wage is at its lowest level in real terms
since 1956. The federal minimum
wage was once 50 percent of the
average wage but is now 30 percent
of that wage. Congress should restore
the minimum wage to 50 percent of
the average wage, about $8.40 ann hour
in 2006. Doing so would help over
4.5 million poor workers and nearly
nine million other low-income workers.

2. Expand the Farped Income Tax
Credit and Child Tax Credit. As
an earnings supplernent for low- in-




come working {amilies, the EITC

raises incomes and helps families build
assets. EITC expansions during the
1990s helped increase employment and
reduced poverty. But the current EYTG
does little to help workers without chal-
dren. We recommend tripling the EITC
for childless workers, and expanding
help to larger working families. Doing
so would cut the numnber of people in
poverty by over two milion. The Child
Tax Credit provices a tax crecit of up
to $ 1,000 per child, but prevides no
help to the poorest families. We recom-
mend making it available to all low- and
moderate-income families. Doing so
would move two million children and
one miffion parents out of poverty.

Promote unionization by enact-
ing the Employee Free Choice Act.
The Employee Free Cheice Act would
require employers to recognize a union
after a majority of workers signs cards
authorizing union representation and
establish stronger penalties for viola-
tion of employee rights. The increased
union representation made possible by
the Act would lead to better jobs and
Jess poverty for American workers.

CGuarantee child care assistance to .

low-income families and promote
earlty education for all. We propose
that the federal and state governments
suarantee child care help o families
with ipcomes below about §40,000 a
yeas, and also expand the child care tax
credit. At the same time, states should
be enconraged to improve the quality of
early education and broaden access for
all ehitdren. Our child care expansion
wonld raise employment among low-in-
come parents and help nearly three mil-
Hom parents and children escape poverty

5.

Create two million new “opportu-
nity” housing vouchers, and pro-
mote equitable development in
and around central cities. Nearly

8 million Americans live in neighbor-
hoods of concentrated poverty where
at least 40 percent of residents are
poor. Qur nation should seek to end
concentrated poverty and economic
segregation, and promote regional
equity and inner-city revilalization. We
propose that over the next 10 years the
federal government fund two million
new “opportunity vouchers” designed
to help people Live in opportunity-rich
areas. New affordable housing should
be in communities with employment
opporturities and high-quality public
services, or in gentrifying communities.
‘These housing policies should be part °
of a broader effort to pursue equitable
development strategies in regional and
local planning efforts, including eflorts
to improve schools, create affordable
housing, assure physical security, and
enhance neighborhood amenities.

Connect disadvantaged and dis-
connected youth with school and
work. About 1.7 million poor youth
ages 16 to 24 were out of school and
out of work in 2005. We recommend
that the federal government restore
Youth Opportunity Grants to help the
most disadvantaged communities and
expand funding for effective and prom-
ising youth programs—with the goal of
reaching 600,000 poor disadvantaged
youth through these efforts. We pro-
pose a new Upward Pathway program
to offer low-income youth opportuni-
ties to participate in service and train-
ing in ficlds that are in high-demand
and provide needed public services.




Simplify and expand Pell Grants
and make higher education acces-
sible to residents of each state.
Low-income youth are much less likely
to attend college than their higher
income peers, even among those of
comparable abilities. Pell Grants play a
crucial role for lower-income students.
We propose to simplify the Pell grant
application process, gradually raise

Pell Grants to reach 70 percent of the
average costs of attending a four-year
public institution, and encourage
institutions 1o do more o raise student
completion rates. As the federal gov-
ernment does its part, states should de-
velop strategies to make post-secondary
education affordable for all residents,

~ following promising models already

underway in a number of states.

Help former prisoners find stable
employment and reintegrate into
their commmumnities. The United
States has the lighest incarceration
rate in the world. We urge all states to
develop comprehensive reentry services
aimed at reintegrating former prisoners
into their communities with {ull-time,
consistent emplovment.

. Ensure equity for low-wage work-

exrs in the Unemployment Insur-
ance system. Ouly about 35 percent
of the unemployed, and a smaller
share of unemployed low-wage work-
ers, receive uncmployment inserance
benefits. We recommend that states
(with federal help) reform “monetary
eligibility” rules that screen out low-
wage workers, broaden eligibility for
part-ime workers and workers who
have lost employment as a result of
compelling family circumstances, and
allow unemployed workers to use
periods of unemployment as a time to

upgrade their skills and qualifications.

10.

El.

12.

Modernize means-tested benefits
programs to develop a coordinat-~
ed systern that helps workers and
families. A well-functioning safety net
should help people getinto or return

to work and ensure a decent level of
living for those who cannot work or are
temporarily between jobs. Our current
system fails to do so. We recommend
that governments at all levels simplify
and improve benefits access for work-
ing families and improve services to
individuals with disabilitics. The Food
Stamp Program should be strength-
ened to improve benefits, eligibility, and
access. And the Temporary Assistance
for Needy Families Program should be
reformed to shift its focus from cutting
caseloads to helping needy families find
sustainable erployment.

Reduce the high costs of heing
poor and mcrease access to fnan-
eial services. Despite having less -
come, lower-income families often pay
more than middle and high-income
families for the same consumer prod-
ucts. We recommend that the federal
and state governments should address
the foreclosure crisis through expanded
mortgage assistance programs and by
new federal legislation to curb unscru-
pulous practices. And we propose that
the federal government cstablish a

$50 million Financial Fairness Innova-
tion Fund to support state efforts to
broaden access to mainstrearn goods
and financial services in predominantly
low-income communities.

Expand and stimplify the Saver’s
Credit to encourage saving for
education, homeownership and
retirernent. Tor many families, sav-
ing for purposes such as education,

a home, or a small business is key to
making economic progress. We pro-




pose that the federal “Saver’s Credit”™
be reformed to make it fully refund-
able. This Credit should also be broad-
cned to apply to other appropriate
savings vehicles intended Lo foster asset
accumulation, with consideration given
to including individual development
acgounts, children’s sa\vihg accounts,
and college savings plans.

We believe our recommendations will
cut poverty in half. The Urban Insttute,
which modeled the iImplementation of one
sel of our recommendations, estimates that
four of our steps would reduce poverty by
26 percent, bringing us meore than halfway
toward our goal. Among their findings:

# Taken together, our muninum
wage, EITC, child credit, and child
care recommendatons would
reduce poverty by 26 percent. This
would mean over nine million fewer
people i poverty and a national pov-
erty rate of 9.1 percent—the lowest in

© recorded LS. history

# The racial poverty gap would be
narrowed. White poverty would {all
from 8.7 percent to 7 percent. Poverty -
among African Americans would fall
from 21.4 percent to 15.6 percent. His-
panic poverty would fall from 21.4 per-
cent to 12.9 percent and poverty for all
others would fall from 12.7 percent to
10.3 percent.

m Child poverty and extreme poverty
would both fall. Child poverty would
drop by 41 percent. The number of
people in extreme poverty would fall by
over two million.

g Millfons of Iow- and moderate-in-
come families would benefit. Almost
half of the benefits would help low- and
moderate-income [amalies.

That these recommendations would reduce
poverty by more than one quarler is power-
ful evidence that a 50 percent reduction can
be reached within a decade.

The combined cost of cur principal
recommendations is in the range of
$90 billion a year—a significant cost
but one that is necessary and could

be readily funded through a fairer

tax system. An additional $90 biilion in
annual spending would represent about

0.8 percent of the nation’s Gross Domestic
Product, which is a fraction of the money
spent on tax changes that benefited primari-
ly the wealthy in recent vears. Consider that:
& The current annual costs of the tax cuts
enacted by Congress in 2001 and 2003
are in the range of $400 billion a year.

2 In 2008 alone the value of the'tax cuts
1o households with incomes exceed-
ing $200,000 a year is projected to be
$100 billon.

Our recommendations could be fully paid
for simply by bringing better balance to

the federal tax system and recouping part of
what has been lost by the excessive tax cuts
of recent years. We recognize that serious
action has serious costs, but the challenge be-
fore the nation is not whether we can afford
to act, but rather that we must decide to act.

Tae NEXT STEPS

Tn 2009, we will have a new presidentand a
new Congress. Across the nation, there isa
yearning for a shared national commitment
o build a better, fairer, more prosperous
country, with opportunity for all. In com-
niunities across the nation, policymakers,
business people, people of fith, and con-
cerned citizens are coming together. Qur
cornmitment to the common good compels
us 1o move forward.

W
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We Can Cut Poverty in Half

Testimony to the House Ways and Means Subcommittee on Income Security and Family Support

By John Podesta
April 26, 2007
z Read the full testimony (PDF)

The Center for American Progress released the groundbreaking report this week, "Frem Poverty to Prosperity: A National
Strateqay to Cut Poverty in Half.” The report oullines a comprehensive approach for reducing poverty with a tangible goal in mind.
Today, Center for American Progress President and Chief Executive Officer John Podesta testifies at a House Ways and Means

Subcommittee on Income Security and Family Support hearing on “Proposals for Reducing Poverty” to give them information about
CAP's policy recommendations.

The U.5. has one of the highest poverty rates in the developed world. The situation is particularly dire for Native Americans, African
Americans, and Hispanic Americans, CAP's policy recommendations could contribute to a healthier population, less crime, more
economic growth, a more capable workforce, a more competitive nation, and a major decline in racial inequities and disparities.

Podesta’s testimony discusses CAP's plan to reduce the ranks of the poor and build a strong and growing middle class. “From
Poverty to Prosperity” lays out 12 steps to cut poverty in haif within the next 10 years. Those 12 steps are as follows:

1. Raise and index the minimum wage to half the average hourly wage.

2. Expand the Earned Income Tax Credit and Child Tax Credit.
3. Promote unionization by enacting the Employee Free Choice Act,
4. Guarantee child care assistance to low-income families and proraote early education for all.

5. Create 2 million new “opportunity” housing vouchers, and promote equitable development in and around central cities.

6. Connect disadvantaged and disconnected youth with school and work,

7. Simplify and expand Pell Grants and make higher education accessible to residents of each state.

8. He!p former prisoners find stable employment and reintegrate into their communities..

9. Ensure equity for low-wage workers in the Unemployment Insurance system.

1.0. Modernize means-tested benefits programs to develop a coordinated system that helps workers and families.
11. Reduce thé high costs of being poor and increase access to financial services,

12. Expand and simplify the Saver's Credit to éncaurage saving for education, homeownership, and retirement.

a RBead the full tesfimony (FDF)

@ Certtar for American Frogress | Privacy Folicy | Reuse Policy
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How Much Is Too Little?

tugust 3, 2007

How should we measure poverty? Is the current standard accurate and adeguate? The questions posed before the House Ways and
Veans Subcommittee. on Income and Family Support in a hearing on Wednesday have far-reaching consequences for millions of
Americans.

Viark Greenberg, Executive Director of the Center for American Progress's Task Force on Foverty, testified before the subcommiltee,
slong with four other invited witnesses, on whether the current formula for determining who Is in poverty is adequate, and how the
neasure of poverty should be improved.

Sreenberg emphasized that the current measure of poverty is deficient because it was set in the early 1960s, and has been adjusted
snly once for price inflation since that time. As a resuit, the measure of who is in poverty has fallen further and further below the
amounts needed to meet basic needs and make ends meet. In 1959, the federal poverty level was at an amount representing 49
sercent of median income for a family of four. By 2005, it had fallen to 28 perceént of median income,

LS

Sreenberg explained that in addition to using outdated thresholds, the existing measures are flawed both because they don't count
some things as Income that should be considered—for example, benefits from the Earned Income Tax Credit and Food Stamps—but
-hey also count income that Isn't actually available to meet basic needs—for example, money that has to go to pay taxes or money
-hat has to be paid to meet the cost of going fo work. .

Sreenberg urged that the poverty measure be improved and updated so that it does a belter job of reflecting the real costs of
meeting basic needs and counting income. He spoke in favor of using a set of recommendations from a National Academy of
Sciences panel] as the starting point. He also urged that in addition to measuring income poverty, government should begin regularly
tracking and reporting a set of additional measures: the number of people without encugh income to “make ends meet,” the number
below a specified percentage of median intome (often used in other developed nations as a measure of “relative poverty,” and the
number of people who are “asset poor.”

Sreenberg explained that the Center for American Progress’s Task Force on Poverty had emphasized that while 37 million
americans were living in poverty, a far larger group faced the challenge of making ends meet, and the task force had developed its
recommendations in ways that sought to help both groups.

Greenberg also noted that since the current measure only counts pre-tax moeney income and makes no adjustment for work
sxpenses, it doesn’t show the effects of key policies that help low-income farnilies or of the costs of going to work. For example, the
measure doesn’t count benefits from the Earned Income Tax Credit or Food Stamps or consider the fact that child care subsidies
reduce or eliminate the need to pay for child care. He urged that a new measure do a hetter job of reflecting the effects of
government policies and the real costs of working.

Three other witnesses—Dr. Patricia Rugales, Ph.D., of the National Academy of Sciences, John Iceland, Ph.D., an associate professor
in the Sociology Department of the University of Maryland, College Park, and Nancy Cauthen, Ph.D., Peputy Director of the National
Center for Children in Poverty at the Mailman School of Public Health at Columbia University—also spoke favorably of the he National
Academy of Science’s poverty measure. The other witness, Douglas Besharov of the American Enterprise Institute, highlighted a
number of issues and concerns as to how income is calculated for purposes of the poverty measurement, and suggested that the
poverty rate would be considerably lower if a number of adjustments and corrections were made.

& Read Mark Greenberg's testimony here.
1o speak with Mark Gi"eenberg, please contack:

For TV, Sean Gibbons, Director of Media Strategy
202.682.1611 or sailibons@americanprogress.org
For radio, Nadia Reiman, Radio Coordinator
202.481.8183 or nreiman@aimearicanprogress.org
For print, John Neurohr, Press Asgistant
202.481.8182 or insurchr@asmericanprogress.org
For web, Erin Lindsay, Online Marketing Manager

tr/fwrarar americannroorese.orefissues/2007/08/greenbere  vovertv. hitml/print.html - 10/20/2007
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Christian E. Weller, Senior Fellow, Center for American Progress

The US. economy is clearly at a turning point. The continued troubles in the housing market have caught the attention of economists,
policymakers, and the media alike, and all are looking for the direction that the economy will turn. For the time being, economic and
job growth are slow, and major risks to economic prosperity persist. The government is trying to manage large budget and trade deficits,
and famnilies are mired in near-record amounts of debt and contributing to record numbers of new foreclosures and a dlowing economy.

1) Wage growth is low. Factoring in inflation, hourly wages were 3.1% higher and weekly wages were 2.2% higher in August
2007 than in March 2001,

2) Benefits are disappearing. The share of private sector workers with a pension dropped from 50.3% in 2000 to 43.2% in

2006, the last year for which data are available, and the share of people with employer-provided health insurance dropped from
64.2% to 59.7%.

3) Family debt is on the rise. In the second quarter of 2007, household debt amounted to 131.3% of disposable income, which
is only slightly below the record high of 131.4% recorded in the fourth quarter of 2006. In the second quarter of 2007, families
spent 14.3% of their disposable income to service their debt, up from 13.0% in the first quarter of 2001,

4) Families feel the pressure. The share of new mortgages entering foreclosure was 0.7% in the second guarter of 2007, reflect-

ing the fifth increase in a row to the highest level on record since 1979.
5) Housing market slows. New home sales in August were 21.2% below the level of August 2006 and existing home sales were
12.8% lowex. New homie sales In August were the lowest since June 2000. The median sales price of existing homes was 0.2%
higher in August 2007 than a year earlier and the median sales price of new homes was 7.4% lower than a year earlier. The aver-
age monthly supply of homes for the six months ending in July was 7.9 months, the highest since May 1981,
6) Home equity declines. Home equity dropped by 0.6 percentage points relative to disposable income in the second quarter

of 2007. This is the fourth quarter of decline in a row, the largest year-over-year decline in home equity relative to disposable
income since March 1993,

7} Weak job growth continues. Monthly job growth since March 2001 has averaged an annualized €.7%. From Septerber

2006 to Septem'ber 2067, the average monthly job growth was 135,800 jobs, compared to 199,300 in the preceding 12 menths,
and 205,300 in the 12 months before that.

8) Poverty stays high. The poverty rate fell slightly to 12.3% in 2006, down from 12.6% in 2005, but stili substantially higher

than the last low point in 2000, when it was 11.5%.
9) Improvements in government’s.finances are temporary. In August 2007, the Congressional Budget Office estimated that

the deficit for 2007 amounted to §158 billion, §14 billion less than projected in January. Yet the cumulative budget deficit from
2008 to 2012 mereased sharply from $194 billion to $696 billion in CBO’s projections.

10) Tax cuts do not pay for themselves. The Joint Committee on Taxation estimated that the tax enacted since 2001 would cost
$300 billion in 2007 alone, such that the federal government would show a surplus had it not been for President Bush’s tax cuts,

11) This endangers our economic independence. Foreign investors bought 80% of new Treasury debt and thie share of US.
foreign-held debt grew to 46% from 32% from March 2001 o June 2007. The quarterly interest payments from the federal gov-
ernment to foreigners rose to $39 billion in the second quarter 2007 from $21 billion in the first quarter of 2001

12} Trade deficit remains high despite strong export growth, In the second quarter of 2007, the trade deficit fell slightly

to 5.2% of Gross Dlomestic Product from 5.3% in the first quarter of 2007, Yet the last trade deficit is still larger than any trade
deficit since the Great Depression recorded before the second quarter of 2004
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Family debt is on the rise. In the
second quarter of 2007, household debt
amounted to 131.3% of disposable
income, which is only slightly below the
record high of 131.4% recorded i the
fourth quarter of 2006. In the second
quarter of 2007, families spent 14.3%
of their disposable income to service
their debt, up from 13.0% in the first
quarter of 2001,

Weak job growth continues.
Monthly job growth since March 2001
has averaged an annualized 0.7%. From
September 2006 to September 2007,
the average monthly job growth was
135,800 jobs, compared to 199,300 in
the preceding 12 months, and 205,300
in the 12 months before that.

Housing market slows. New home
sales in August were 21.2% below the
level of August 2006 and existing home
sales were 12.8% lower. New home sales
in August were the lowest since June
2000. The median sales price of existing
homes was 0.2% higher i1 August 2007
than a year earlier and the median sales
price of new homes was 7.4% lower
than a year earlier. The average monthly
supply of homes for the six months end-
ing in July was 7.9 months, the highest

since May 1991.




